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1 . AMBASSADOR DISCUSSED RENEWAL OE CURRENT LEASE 
AGREEMENT FOR USG PREMISES IN SAUDI ARABIA WITH MINISTER 
OF STATE OMAR SAQQAF ON APRIL 15. IN PRINCIPLE, SAQQAF 
FULLY AGREED THAT LEASE SHOULD CONTINUE BEYOND ITS EXPIRY 
ON DECEMBER 31, 1976. 

2. RE EMBASSY COMPOUND, SAQQAE SUGGESTED POSSIBILITY OE 
EMBASSY PURCHASING LAND AT SOME MINIMAL, CONCESSIONARY RATE 
PER SQUARE METER. HE FINALLY DECIDED, HOWEVER, AGAINST 

SUCH AN OPTION BECAUSE IT MIGHT ATTRACT TOO MUCH ATTENTION 
AND EVEN CRITICISM EROM JIDDA'S MERCANTILE COMMUNITY (SEE 
PARA 6 BELOW). SAQQAE RECOMMENDED, THEREEORE, THAT EMBASSY 
SIMPLY EXTEND ITS PRESENT LEASE. AMBASSADOR SUGGESTED IT 
WOULD BE APPROPRIATE TO EXTEND LEASE FOR 99 YEARS; SAQQAE 
REPLIED THAT TO HIM THIS SEEMED AWFULLY LONG. HIS REACTION WAS 
SIMILAR TO AMBASSADOR'S NEXT SUGGESTION OF A 50- YEAR EXTENSION. 
SAQQAF FINALLY SUGGESTED THAT EXTENSION SHOULD BE FOR 25 
YEARS (LENGTH OF OUR ORIGINAL LEASE) AGREEMENT AND AMBASSADOR 
ADDED THIS WOULD BE ACCEPTABLE PROVIDED IT INCLUDED FIRM 
OPTION FOR FURTHER RENEWAL. 
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3. EMBASSY PROPOSES THAT THIS UNDERSTANDING (THAT WOULD 


Deciassified/Reieased US Department of State EO Systematic Review 30 JUN 2005 



Declassified/Released US Department of State EO Systematic Review 30 JUN 2005 


ALSO COVER CONGEN DHAHRAN) BE INCORPORATED IN A EIRST- 
PERSON NOTE FROM AMBASSADOR TO SAQQAE AND THAT LETTER WOULD 
STATE THAT IT, TOGETHER WITH MINISTER OE STATE'S ACKNOWLEDG- 
MENT, SHOULD CONSTITUTE AN EXTENSION OF ORIGINAL 25-YEAR 
LEASE. EMBASSY BELIEVES THAT THIS MANNER OE EFFECTING LEASE 
EXTENSION ADVISABLE BECAUSE OF CLARITY, PRECISION, AND SPEED. 

4. A DRAFT OF SUCH A NOTE FOLLOWS FOR DEPT'S CONSIDERATION: 

"I REEER TO OUR CONVERSATION ON MONDAY EVENING, APRIL 15, 

DURING WHICH WE DISCUSSED THE RENEWAL OE THE LEASE ENTERED 
INTO ON OCTOBER 20, 1947 BY REPRESENTATIVES OF THE GOVERN- 
MENTS OF THE KINGDOM OF SAUDI ARABIA AND THE UNITED STATES 
OF AMERICA. THE LEASE IS DUE TO EXPIRE ON DECEMBER 31, 1976. 

IT WAS AGREED THAT THE LEASE SHOULD CONTINUE UNDER THE 
SAME TERMS AND CONDITIONS AS SET FORTH IN THE AGREEMENT OE 
OCTOBER 20, 1947. ARTICLE 8 OE THE AGREEMENT, HOWEVER, STATES 
THE MISSION "WILL UPON THE TERMINATION OF THE TWENTY-EIVE 
YEAR PERIOD HAVE THE FIRST PREFERENCE TO RENEW THE LEASE ON THE 
SAID BUILDINGS AND LAND AND RENT WITH ANNUAL RENTAL OE 
NOT MORE THAN 2 PERCENT OF THE ORIGINAL CONSTRUCTION COSTS 
AND EOR SUCH PERIOD AS THE UNITED STATES GOVERNMENT SHALL 
REQUIRE". THIS SUM IS IN THE VICINITY OF $40,000 PER ANNUM. 

ARTICLE 7 STATES MOREOVER THAT "DURING ANY SUBSEQUENT 
PERIOD OF OCCUPANCY IN WHICH RENTAL IS PAID PURSUANT TO 
ARTICLE 8...THE MAINTENANCE SHALL BE A PART OF THE RENTAL 
CONSIDERATION". PRESENT MAINTENANCE COSTS ARE APPROXIMATELY 
$200,000 PER ANNUM. 

IN AS MUCH AS THE MAINTENANCE COSTS THAT WOULD BE 
BORNE BY THE GOVERNMENT OF SAUDI ARABIA EXCEED THE ESTI- 
MATED COSTS OF RENT, IT WAS UNDERSTOOD THE PROPERTIES 
WOULD BE HELD BY THE UNITED STATES GOVERNMENT WITHOUT PAYMENT 
OF RENT; AT THE SAME TIME THE UNITED STATES GOVERNMENT AGREED 
TO ASSUME RESPONSIBILITY FOR ALL MAINTENANCE COSTS OF 
THE COMPOUND. 

IT WAS FURTHER AGREED THAT THE NEW PERIOD OF THE NEW LEASE 
WOULD BE FOR TWENTY-FIVE YEARS COMMENCING JANUARY I, 1977 
AND EXPIRING ON DECEMBER 31, 2001. THE LEASE MAY BE RENEWED 
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UNDER THESE SAME TERMS AND CONDITIONS PROVIDED THAT THE 
UNITED STATES GOVERNMENT ADVISES THE KINGDOM OF SAUDI ARABIA 
IN WRITING OF ITS INTENTION TO RENEW AT LEAST SIX MONTHS 
PRIOR TO THE DATE THAT THE AGREEMENT WOULD NORMALLY 
TERMINATE. 

FINALLY, IT WAS AGREED THAT THIS LETTER AND YOUR ACKNOW- 
LEDGMENT WILL CONSITUTE A RENEWAL OE THE LEASE BETWEEN THE 
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KINGDOM OF SAUDI ARABIA AND THE GOVERNMENT OF THE UNITED 
STATES OE AMERICA." 

5. EMBASSY WOULD APPRECIATE ANY COMMENTS ON FOREGOING 
DRAFT, ESPECIALLY WITH REGARD TO WORDING OF PENULTIMATE 
PARAGRAPH THAT MAKES CERTAIN EMBASSY WILL HAVE THE UNQUES- 
TIONABLE RIGHT TO RENEW LEASE WHEN A SECOND EXTENSION 
NEEDS TO BE NEGOTIATED. 

6. COMMENT: EMBASSY IS PLEASED THAT WAY APPEARS CLEAR EOR 
OUR CONTINUED OCCUPANCY OF COMPOUND (AND IMPLEMENTATION OF 
COMPOUND IMPROVEMENTS PER REFS B AND C). PRIOR TO AMB'S 
MEETING WITH SAQQAF, EMBOFFS HAD RECEIVED NUMEROUS INDI- 
CATIONS THAT JIDDA'S BUSINESS COMMUNITY WAS INTENSIVELY 
CONSIDERING THE PROFITS TO BE MADE FROM THE SALE OR DEVELOP- 
MENT OF OUR CHOICE LOCATION. (THE PRESENT VALUE OE THE LAND, 
EXCLUSIVE OE BUILDINGS, IS AROUND $30 MILLION.) WE ARE 
RELIABLY INFORMED, MOREOVER, SAUDI GOVERNMENT HAD CONSIDERED 
USING COMPOUND AS AN INTERNATIONAL CONEERENCE SITE. IT 

SEEMS LIKELY THAT IMPROVED SAUDI-US RELATIONS-SIGNALIZED 
IN PARTICULAR BY THE ANNOUNCEMENT OE A BILATERAL SAG-USG 
RELATIONSHIP ON APRIL 5-HELPED TO DISPEL ANY ALATERNATE 
USE OF OUR PREMISES EROM SAG'S SERIOUS CONSIDERATION. 
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